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ACTION COME-OO 

INFO OCT-01 EUR- 1 2 ISO-OO EB-07 AGR-10 CIAE-00 INR-07 

LAB-04 NSAE-00 SP-02 STR-04 TRSE-00 CIEP-02 FRB-01 

OMB-01 L-03 /054W 

102392 

R 13 105 1Z MAY 76 
FM AMEMBASSY BONN 
TO SECSTATE WASHDC 8846 
INFO AMEMBASSY BERLIN 
AMEMBASSY LONDON 
AMEMBASSY BUCHAREST 
AMEMBASSY BUDAPEST 
AMEMBASSY PRAGUE 
AMEMBASSY SOFIA 
AMEMBASSY WARSAW 
USMISSION EC BRUSSELS 

UNCLAS BONN 08147 

E.O. 11652: N/A 
TAGS: ETRD, GW 

SUBJECT: REGULATIONS AFFECTING FABRIC EXPORTS 

REF: STATE 102746 

1 . EMBOFF CONTACTED ECONMIN EXPERT FOR TEXTILE TRADE 
WITH THE EAST BLOC. HE INDICATED THAT TEXTILE TRADE 
WITH EASTERN EUROPEAN COUNTRIES IS COVERED BY A QUOTA 
SYSTEM ADMINISTERED BY THE COMMUNITY IN BRUSSELS. EACH 
COUNTRY MAINTAINS SEPARATE QUOTAS WITH THE FRG BEING 
THE ONLY COUNTRY TO PUBLISH ITS QUOTAS ANNUALLY. 

2. AS PART OF THE EC’S ARRANGEMENT WITH THE EAST 
BLOC STATES, TEXTILES ENTERING EASTERN EUROPE 

FOR PROCESSING AND REEXPORT BENEFIT FROM A REDUCTION 
IN THE CUSTOMS DUTY WHEN THEY ARE REEXPORTED TO 
THE WEST. THIS REDUCTION IS EQUAL TO THE DUTY 
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UNFINISHED TEXTILES WHICH ENTER FOR PROCESSING. 

THAT IS, WESTERN IMPORTERS PAYING DUTIES ON EASTERN 
EUROPEAN TEXTILES MAY SUBTRACT THE AMOUNT OF DUTY 
CHARGED ON THE UNPROCESSED TEXTILES WHEN THEY WERE 
SHIPPED TO THE EAST BLOC STATE. 

3. WHILE THIS MAY GIVE EASTERN EUROPEAN TEXTILES 
SOME ADVANTAGE OVER THE U.S. IN EC MARKETS, OUR 
SOURCE KNEW OF NO ARRANGEMENTS WHICH GAVE WESTERN 
EUROPEAN FINISHED TEXTILES AN ADVANTAGE OVER U.S. 

FINISHED TEXTILES IN EASTERN EUROPEAN MARKETS. 

HOWEVER, UNFINISHED TEXTILES INTENDED FOR THE EC 
MARKET MAY BENEFIT SUBSTANTIALLY SINCE THE ABOVE- 
MENTIONED CUSTOMS REDUCTION APPLIES ONLY TO REEXPORTS OF 
UNFINISHED TEXTILES WHICH ORIGINATED IN THE EC. 

THIS WOULD PROBABLY CLOSE THE DOOR TO UNFINISHED 
U.S. TEXTILES FOR MANUFACTURE INTO CLOTHING AND 
REEXPORT TO WESTERN EUROPE. EC-ORIGINATING 
UNFINISHED TEXTILES. CETERUS PARIBUS, WOULD CARRY 
THE MOST FAVORABLE TERMS BECAUSE OF THE REBATE 
TO IMPORTERS. 

4. COOPERATION AGREEMENTS WOULD ALSO APPEAR TO HAVE 
A TRADE-DIVERSIONARY IMPACT ON U.S. UNFINISHED 
TEXTILE EXPORTS TO THE EAST BLOC. EAST BLOC FIRMS 
ENTERING INTO COOPERATIVE AGREEMENTS WITH WEST 
GERMAN FIRMS MAY EXPORT FINISHED TEXTILES TO THE 

FRG WITHOUT REGARD TO THE HIGHLY-RESTRICTIVE FRG 
QUOTAS ON TEXTILE IMPORTS. ECONMIN OFFICIAL 
ACKNOWLEDGED THAT THESE COOPERATIVE AGREEMENTS 
GENERALLY REQUIRE THE EAST EUROPEAN FIRM TO IMPORT 
ITS UNFINISHED TEXTILES FROM THE FRG. CUSTOMS DUTIES 
ARE APPLICABLE IN BOTH DIRECTIONS, BUT THE WEST 
EUROPEAN IMPORTER OF THE FINISHED TEXTILES BENEFITS 
FROM THE CUSTOMS REDUCTION EXPLAINED ABOVE. 

5. EC BRUSSELS MAY BE MORE FAMILIAR WITH THE 
TEXTILE MARKETING ARRANGEMENTS BETWEEN THE EC 
MEMBERS AND THE EAST BLOC STATES AND MAY BE ABLE 
TO SHED FURTHER LIGHT ON THIS PROBLEM. WE HAVE 
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